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Statements that managerial practices need improvements, as well as other conclusions 
and recommendations in this report represent the opinions of the Office of Inspector 

General.  Determinations of corrective action to be taken will be made by the appropriate 
Department of Education officials. 

 
In accordance with Freedom of Information Act (5 U.S.C. § 552), reports issued by the 

Office of Inspector General are available, if requested, to members of the press and 
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EXECUTIVE SUMMARY 
 
The objective of our audit was to determine whether Taylor Business Institute (TBI) 
administered the Title IV Student Financial Assistance program in compliance with the 
Higher Education Act of 1965, as amended, (HEA) and applicable Federal regulations for 
the period November 1, 1999, to October 31, 2000.  We examined institutional and 
program eligibility, student eligibility, Title IV disbursements, and the calculation and 
payment of refunds.  Because our work indicated that refund calculation deficiencies 
existed outside the audit period, we extended our review to include the period November 
1, 2000, to October 31, 2001.    
 
TBI was not in compliance with the regulations for the return of unearned Title IV funds.  
TBI did not return unearned Title IV funds timely and did not ensure that the return of 
Title IV funds were calculated correctly.  In addition, TBI did not always properly 
determine students’ withdrawal date on a timely basis.  
 
We recommend that the Chief Operating Officer for Federal Student Aid (FSA) require 
TBI to:  
 
• Establish an effective system to monitor students’ last day of attendance so that TBI 

can determine students’ withdrawal date in accordance with Federal regulations and 
to ensure timely return of Title IV funds;   

• Pay to ED $251 in imputed interest ($171 due to late return of Title IV funds and $80 
due to overpayment); 

• Return to ED $1,838 in Title IV funds, which is $1,455 of insufficient return of 
unearned Title IV funds and $383 of underpaid overpayments of Title IV funds; 

• Recalculate all refunds and return any underpayment to ED; and 
• Establish effective procedures to ensure all calculations of return of Title IV funds are 

correctly computed. 
 
TBI provided comments, dated June 3, 2003, to our draft report.  TBI generally disagreed 
with our finding related to improperly disbursed Title IV funds in the draft report.  TBI 
provided additional documentation for the 12 students who did not have a financial aid 
transcript or an NSLDS financial aid history which we accepted.  The amount disbursed 
for a student who did not maintain the minimum grade point average (GPA) in order to 
meet satisfactory academic progress standards was immaterial.  TBI agreed to make some 
of the changes associated with the finding’s recommendations; TBI stated that they 
updated their Standard Operating Procedures Manual to address changes in the Title IV 
regulations, and that they would provide training to new employees on the administration 
of Title IV programs.  As a result, we eliminated the finding related to improperly 
disbursed Title IV funds. 
 
TBI also generally disagreed with our remaining finding.  We summarized TBI’s 
comments to the draft report at the end of the finding and included them as an 
Attachment.  Because the corresponding documentation TBI provided was voluminous 
and included numerous references to students’ names and social security information, we 

 



Audit of Taylor Business Institute  ED-OIG/A02-B0026 

did not include that information.  A copy of TBI’s comments and all supporting 
documentation will be forwarded, under separate cover, to the Chief Operating Officer 
for FSA.  
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AUDIT RESULTS 
 
We concluded that TBI met program and institutional eligibility requirements.  TBI was 
not in compliance with the HEA and Federal regulations for the calculation and payment 
of return of Title IV funds. 
 
 
Finding No. 1 - Taylor Business Institute Failed to Properly Administer Federal Pell 

Grant and Federal Supplemental Educational Opportunity Grant 
Funds 

 
 
TBI was not in compliance with the regulations for the return of unearned Title IV funds.  
TBI did not return $8,125 of unearned Title IV funds timely, ensure the return of Title IV 
funds were calculated correctly, and identify students’ withdrawal date on a timely basis.  
 
TBI Did Not Return Title IV Funds Timely  
 
According to 34 C.F.R. § 668.22(j)(1) (2000), “[a]n institution must return the amount of 
title IV funds for which it is responsible . . . as soon as possible but no later than 30 days 
after the date of the institution's determination that the student withdrew. . . . ”1   
 
34 C.F.R. § 668.21(a)(1) states that “[i]f a student officially withdraws, drops out, or is 
expelled before his or her first day of class of a payment period, all funds paid to the 
student for that payment period for institutional or noninstitutional costs under the 
Federal Pell Grant [and] FSEOG . . . programs are an overpayment.” 
 
We identified 19 students from our combined sample of 115 who were due a return of 
Title IV funds.  The return of unearned Title IV funds for 13 of the 19 students’, totaling 
$8,125, were after the required 30-day period.2  The return of Title IV funds for 2 of the 
19 students’, totaling $1,011, were never made.  The late return of Title IV funds were 
paid an average of 202 days late and ranged from 10 to 1,055 days late.  Based on the late 
return of unearned Title IV funds and the two students whose unearned Title IV funds 
were never paid, we imputed interest due to ED of $171.   
 
We identified 15 students who never started attendance and TBI failed to return five of 
the overpayments, totaling $5,367, within 30 days of the drawdown date.  TBI underpaid 
one overpayment by $383 and this difference was never returned by TBI.  The late return 
of overpayments averaged 143 days late and ranged from 7 to 620 days late.  The 
imputed interest due to ED for the late return of the six overpayments is $80. 
 

                                                 
1 The regulations at 668.22 (h)(2)(iv) (1999) provided the same 30 days to make a return of Title IV.  
2 Eight of the 13 student’s return of unearned Title IV funds, totaling $4,857, were calculated incorrectly 
and are discussed under TBI Did Not Ensure the Return of Title IV Funds Were Calculated Correctly. 

3 
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TBI did not return Title IV funds on time because it did not have an effective system to 
ensure timely return of Title IV funds.  This system was ineffective because TBI’s long 
cycle time for processing return of Title IV funds involved TBI informing Global 
Financial Aid Services (Global), the third party servicer; TBI requesting payment by 
check from their parent corporation, International Education Corporation (IEC); and 
manual checks drawn by IEC and sent to Global, who in turn remitted the funds to ED.   
 
TBI maintained attendance records both manually and on a computer system but lacked 
an effective procedure to detect overpayments.  Specifically, TBI did not use the 
attendance procedures it had in place to determine students who had never attended TBI, 
resulting in Title IV overpayments. 
 
TBI Did Not Ensure the Return of Title IV Funds Were Calculated Correctly  
 
TBI did not ensure that the calculations of the return of Title IV funds were correct.  TBI 
used Global to calculate all return of Title IV funds.    
 
Institutions are required to calculate returns of Title IV funds for students who withdraw 
according to 34 C.F.R. § 668.22.  Regulations for ‘the return of Title IV’ requirements of 
the Higher Education Amendments of 1998 were published in the Federal Register on 
November 1, 1999.  Institutions were not required to implement these new procedures 
until October 7, 2000, although institutions could choose to implement them earlier.  
Based on our analysis, TBI did not choose early implementation of the November 1, 1999 
rules.  We used the appropriate return of Title IV calculation depending on when the 
students withdrew. 
 
Pursuant to 34 C.F.R. § 668.22(c)(8), “the portion of the period of enrollment for which 
the student has been charged that remains is determined . . . by dividing the total number 
of weeks comprising the period of enrollment for which the student has been charged into 
the number of weeks remaining in that period as of the student’s withdrawal date.”  
 
According to 34 C.F.R. § 668.22(f)(2)(i) (2000), “The total number of calendar days in a 
payment period . . . includes all days within the period, except that scheduled breaks of at 
least five consecutive days are excluded from the total number of calendar days in a 
payment period . . . and the number of calendar days completed in that period.”   
 
During the review of our combined sample of 115 students, we identified 36 students 
who required a calculation of return of Title IV funds.3  We found that 13 of the 36 
calculations for the return of Title IV funds were miscalculated; seven of the 13 resulted 
in excessive return of Title IV funds totaling $634; and six of the 13 resulted in 
insufficient return of unearned Title IV funds totaling $1,455. 
 

                                                 
3 Of the 36 calculations, 15 were subject to the procedures published on November 1, 1999, and 21 were 
subject to the old procedures.    
 

4 
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The miscalculations occurred due to TBI’s lack of policies to ensure that the return of 
Title IV funds calculations prepared by Global were computed according to the 
regulations:   

• TBI did not consistently exclude scheduled breaks of at least five consecutive 
days in the calculation of return of Title IV funds under the procedures they were 
required to use starting October 7, 2000.  

• TBI did not consistently use the actual number of days in the payment period to 
compute the return of Title IV funds under the procedures they were required to 
use starting October 7, 2000.  

• TBI did not consistently use the actual number of weeks in the period of 
enrollment under the procedures prior to October 7, 2000.4   

 
TBI Did Not Properly Determine Students’ Withdrawal Date On A Timely Basis  
  
TBI did not properly determine student withdrawals on a timely basis.  TBI’s withdrawal 
date for two students was made after the allowable 30 days from the last day of the 
payment period. 
 
According to 34 C.F.R. § 668.22(j)(2) (2000 and 2001), “An institution must determine 
the withdrawal date for a student who withdraws without providing notification to the 
institution no later than 30 days after the end of . . . the payment period . . . .”  
 
TBI had computerized attendance records but did not effectively monitor them for 
students’ withdrawal status.  The withdrawal date, which was the students’ last day of 
attendance, was used in the calculation of return of Title IV funds.  TBI’s determination 
date was the date that TBI became aware the student was no longer attending the school.    
 
Recommendations 
 
We recommend that the Chief Operating Officer for Federal Student Aid require TBI to:  
  
1.1. Establish an effective system to monitor students’ last day of attendance so that 

TBI can determine students’ withdrawal date in accordance with Federal 
regulations and to ensure timely return of Title IV funds.   

1.2. Pay to ED $251 in imputed interest ($171 due to late return of Title IV funds and 
$80 due to overpayments).  

1.3. Return to ED $1,838 in Title IV funds, which is $1,455 of insufficient return of 
unearned Title IV funds and $383 of underpaid overpayments of Title IV funds.  

1.4. Recalculate all refunds and return any underpayment to ED.  
1.5. Establish effective procedures to ensure all calculations of return of Title IV 

funds are correctly computed. 

                                                 
4 The period of enrollment, for our  purposes, is defined as the quarter for which tuition is charged.  
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TBI Comments 
 
TBI stated that since the arrival of the new ownership they have implemented “policies 
and procedures [that] are responsive to the recommendations in 1.1 and 1.5 and, 
accordingly, these recommendations should be withdrawn.”  TBI agreed with the 
untimely return of Title IV funds and that withdrawal dates were not determined timely 
for two students.  TBI stated that they had established, under the new ownership, a new 
system to effectively monitor students’ attendance and determine students’ withdrawal 
date in accordance with Federal regulations.  TBI stated that they are no longer relying on 
a manual check system for refunds of Title IV funds. 
 
TBI generally agreed that the miscalculation of refunds had occurred.  However, TBI 
believes the calculations were performed correctly for four of the students in the sample 
and no additional refund or interest are due as recommended in 1.2.  TBI attached refund 
policy calculation results sheets prepared by Global for the calculation of refunds due to 
ED.  
 
In regards to recommendation 1.3, TBI believes it should only pay $821, which is the net 
of the insufficient return of Title IV funds of $1455 and the excessive return of $634.  
TBI stated that $383 each, for two quarters, was disbursed when the student’s cumulative 
GPA during the two quarters was within TBI’s satisfactory academic progress standards.  
Since the student was eligible to receive Title IV funds, TBI stated no additional return of 
funds is required.   
 
TBI disagreed with the recommendation in 1.4 that “TBI recalculate refunds in 
connection with the Finding.”  TBI also stated that the overall discrepancies in 
calculations were minimal.  TBI believes that four of the recalculations were correct, and 
stated they believe refunds were fully paid for the majority of the students. 
 
OIG Response 
 
The corrective actions TBI outlined in its response for recommendations 1.1 and 1.5 
should help rectify the failure to properly administer the Pell and FSEOG funds.  
However, we did not audit or evaluate the new procedures TBI stated it recently 
implemented.   
 
TBI did not provide any evidence that would result in changes to our recommendations 
1.2, 1.3, and 1.4.  While TBI provided the refund policy calculation results sheets used to 
calculate the refunds due to ED, we had reviewed the same documentation during our 
audit.  Therefore, TBI provided no new documentation to support their assertion that their 
calculations were correct.  TBI did not consistently exclude scheduled breaks of at least 
five consecutive days in the calculation of return of Title IV funds under the procedures 
they were required to use starting October 7, 2000.  TBI did not consistently use the 
actual number of days in the payment period to compute the return of Title IV funds 
under the procedures they were required to use starting October 7, 2000.  TBI did not 
consistently use the actual number of weeks in the period of enrollment under the 

6 
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procedures prior to October 7, 2000.  Our calculations represent only a sample of the total 
universe of 1,425 Title IV recipients at the institution.  The student we cited did not 
achieve satisfactory academic progress for Title IV disbursement on March 15, 2000 
during the period in question. 

 
OTHER MATTERS 

 
Institutions are required by 34 C.F.R. § 668.43(a)(4) (2000 and 2001) to make readily 
available to enrolled and prospective students “A summary of the requirements under  
[34 C.F.R.]§ 668.22 for the return of title IV grant or loan assistance . . . .”   
 
TBI’s 2001 catalog description of the return of Title IV funds calculations did not include 
the required exclusion of scheduled breaks of at least five consecutive days.  TBI should 
inform current and prospective students of the correct return of Title IV policy and ensure 
future catalogs are correct.   

 
BACKGROUND 

 
TBI, a for-profit proprietary two-year school, formerly a subsidiary of IEC, was 
purchased by Benhem Company Inc. (Benhem), on April 4, 2002.  The school offers two-
year degree and certificate programs and is accredited by the Accrediting Council of 
Independent Colleges and Schools.  TBI is a participant in the Federal Pell Grant, 
FSEOG, and Federal Work Study programs.  TBI lost eligibility for the Federal Family 
Education Loan (FFEL) Program due to three years of high cohort default rates in excess 
of 25 percent.  In 1996, TBI’s cohort default rate was in violation of the HEA and, in 
April 1997, TBI was removed from the FFEL program.  In the fall of 2001, TBI reapplied 
for reinstatement into the FFEL Program but was denied by FSA.  As a subsidiary of 
IEC, TBI was on heightened cash monitoring type 2 and was required to maintain a letter 
of credit.  
 
During the period November 1, 1999, through and including October 31, 2001, TBI 
received $2.6 million in Title IV funds.  
 
The new owner, Benhem, is liable for any deficiencies found in any of the ongoing audits 
of TBI.  On August 16, 2002, FSA  issued a provisional Program Participation Agreement 
(PPA) to TBI, expiring June 30, 2005, which included the following special conditions:  
 

• The Benhem principals agreed to be held jointly and severally liable for any 
liabilities arising under the PPA,  

• TBI provide a letter of credit equal to 25 percent of the Title IV refunds that were 
made or should have been made in the prior year,  

• The two majority holder principals provided audited personal financial 
statements,  

• TBI is on heightened cash monitoring type 2, and  
• A Business Plan - Financial Responsibility Standards Plan must be submitted to 

ED quarterly.   

7 
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OBJECTIVE, SCOPE, AND METHODOLOGY 
 

The objective of our audit was to determine whether TBI administered the Title IV 
Student Financial Assistance program in compliance with the HEA of 1965, as amended, 
and applicable Federal regulations for the period November 1, 1999, to October 31, 2000.  
We examined institutional and program eligibility, student eligibility, Title IV 
disbursements, and the calculation and payment of refunds.  Because our work indicated 
that refund calculation deficiencies existed outside the audit period, we extended our 
review to include the period November 1, 2000, to October 31, 2001.   
 
To accomplish our objective, we—  
 
1. Reviewed TBI's 1999, 2000, and 2001 audited financial statements and compliance 

audit reports.   
2. Reviewed the institution’s procedure for calculating the revenue percentage 

requirements (also referred to as the 90/10 rule).  
3. From a universe of 1,425 recipients, who enrolled at the school during the audit 

period, we reviewed 96 student files from 100 randomly selected for student 
eligibility and refunds/return of Title IV.  We also identified 21 students that had 
discrepancies between TBI’s CLASS system and NSLDS.  Two of the students with 
discrepancies were also included in the 96 students we sampled from the 100 
randomly selected students.  We included the remaining 19 students with 
discrepancies in our testing of student eligibility and refunds/return of Title IV, giving 
us a combined sample of 115 students.  We  also selected a non-statistical random 
sample of 36 students from a universe of 68 students who participated in the 
externship program and did not complete the externship program during our audit 
period, for evaluating the externship program.   

4. Obtained and reviewed data applicable to the school from ED's NSLDS, 
Postsecondary Education Participants System, and Grant Administration and Payment 
System databases.  

5. Reviewed the bank records of both TBI and its third party servicer, Global, as to the 
timing of return of Title IV funds and posting of Title IV funds to students’ ledger 
cards. 

6. Interviewed management officials of the school, students of the school, FSA, and 
Global officials.   

7. Reviewed management Standard Operating Procedure Manual, Global’s Submission 
Guide, and school catalogs pertaining to the audit period.  

 
We relied, in part, on a computer generated universe of students from the NSLDS 
database to derive our random audit sample and on TBI’s CLASS student data system.  
We tested the accuracy and completeness of the data by comparing source records to the 
computer data.  Based on these tests and assessments we conclude that the data are 
sufficiently reliable to be used in meeting the audit objectives.  
 
We conducted the onsite fieldwork at the auditee’s offices in New York, New York 
during the period September 10, 2001, through October 29, 2002.  We held an exit 

8 
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conference with TBI officials on September 5, 2002.  We contacted TBI, on April 1, 
2003, subsequent to our exit conference, in order to brief them on our audit results and 
the status of our draft report.  Our audit was performed in accordance with generally 
accepted government auditing standards appropriate to the scope of the review described 
above.  
 

STATEMENT ON MANAGEMENT CONTROLS 
 
As part of our review, we assessed the system of management controls, policies, 
procedures, and practices applicable to TBI’s administration of the Title IV programs.  
We assessed the level of control risk for determining the nature, extent, and timing of our 
substantive tests.  For the purpose of this report, we assessed and classified the significant 
controls into the following categories: (1) institutional and program eligibility, (2) student 
eligibility, (3) Title IV disbursements, and (4) calculation and payment of refunds.   
 
Because of inherent limitations, a study and evaluation made for the limited purposes 
described above would not necessarily disclose all material weaknesses in the 
management controls.  However, our assessment disclosed management control 
weaknesses, which adversely affected TBI's ability to administer the Title IV programs.  
These weaknesses are related to calculation and payment of refunds.  These weaknesses 
and their effects are discussed in the AUDIT RESULTS section of this report.  

9 
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